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Petitioner argues that the director’s
entire salary should be included as a
cost because it is treated as a cost by
Karmen in its financial statements and
in calculating taxable income. Also,
petitioner contends that there is no
factual basis by which the Department
can establish an amount that would be
reasonable salary for management.

DOC’s Position: We agree with
petitioner. During verification, we
discovered that Karmen did not include
its director’s salary in its reported costs.
Karmen’s director is not a passive
investor; he takes an active role in the
company’s management. Moreover, the
payments made to him during the POI
were classified as salary in Karmen’s
books and records. There is no evidence
on the record to indicate that these
payments were for anything other than
salary. Accordingly, we included the
full amount paid to the director in
SG&A costs for purposes of the final
determination.

Comment 5: Karmen argues that the
Department should use verified
information to allocate Karmen’s labor
and variable overhead costs between the
pipe fittings it refurbishes and the pipe
fittings it manufactures. Respondent
further contends that the Department
should allocate certain other costs, such
as grinding and painting, to both types
of fittings since these costs were
incurred on both types of pipe fittings.

Petitioner agrees that allocation of a
portion of verified costs to refurbished
fittings may be appropriate. However,
petitioner disagrees that the Department
should allocate any expenses for
grinding to refurbished pipe fittings
because Karmen has not previously
indicated that any grinding is involved
in the refurbishing process. Petitioner
contends that grinding is associated
with the beveling process, which is a
production step performed before
Karmen acquires the rusty pipe fittings.

DOC’s Position: The Department
verified that shotblasting, punching,
painting and grinding costs were
incurred by Karmen to refurbish certain
of its pipe fittings. Therefore, the
Department has allocated a portion of
these expenses to the cost of the
refurbished fittings.

Comment 6: Karmen argues that
SG&A should be allocated to
refurbished and manufactured pipe
fittings on the basis of weight. Since
there are no material costs associated
with the refurbished pipe, an allocation
based on cost of goods sold would
assign too great an amount to
manufactured pipe fittings.

Petitioner argues that the Department
should deny Karmen’s request to
allocate SG&A costs by weight instead

of cost. Petitioner contends that it is the
Department’s practice to calculate SG&A
costs as a percentage of cost of sales.
Petitioner further contends that with
respect to the refurbished fittings,
Karmen does not manufacture or ‘‘sell’’
these fittings. Because Karmen
contributes so little value to the
refurbished fittings, using product
weight to allocate SG&A is plainly
distorting.

DOC’s Position: We have determined
that SG&A expenses should be allocated
based on cost of sales rather than on the
weight of finished pipe fittings.
However, since there are no material
costs associated with the refurbished
fittings and hence, no material costs
were reflected in these ‘‘sales’’, we
removed material costs related to the
manufactured fittings from cost of sales
in order to establish an equitable
allocation.

Comment 7: Karmen claims that,
although not mentioned in the CV
verification report, company officials
demonstrated at verification that certain
indirect selling expenses had been
overstated in the CV calculations.
Correct amounts were provided and
verified.

Petitioner claims that there is no
evidence of this on record, and that the
original amount should be used.

DOC’s Position: Although we did not
address this issue in our verification
report, respondent is correct in stating
that we verified Karmen’s actual amount
of indirect selling expenses for the POI.
Additionally, there is information on
the record of this investigation which
supports Karmen’s verified indirect
selling expenses. The source document
supporting this expense is in Exhibit 10
of the CV verification report.

Comment 8: Petitioner argues that the
Department should use the verified
packing cost information for Karmen
instead of the reported amount for the
final determination. Petitioner also
argues that the Department should use
the best information available (BIA) for
Karmen’s foreign inland freight
expenses, since Karmen did not provide
the supporting documentation requested
by the Department.

Karmen argues that although it did
not produce supporting documentation
for its foreign inland freight expense,
the Department should not resort to
BIA. Respondent contends that, because
the general accuracy of Karmen’s
responses was established at
verification, the Department should use
the data ascertained at verification.

DOC’s Position: As stated in the Fair
Value Comparisons section of this
notice, we made revisions to Karmen’s
data, where appropriate, based on

verification findings. Therefore, we have
adjusted Karmen’s data for packing
costs based on verification.

Because Karmen did not provide
source documentation for its foreign
inland freight expense, we have used as
BIA, the highest Indian truck freight
rates as provided in a cable from the
U.S. embassy in Bombay dated August
3, 1993.

Comment 9: Petitioner claims that we
should apply total BIA to Sivanandha
because the Department’s verification
revealed numerous discrepancies in
Sivanandha’s responses. (The specific
discrepancies raised by petitioner are
addressed in comments 10 through 17,
below.)

Sivanandha refutes each of the
discrepancies listed by petitioner and
argues that total BIA is inappropriate.
(See, comments 10 through 17 for
Sivanandha’s counter arguments.)

DOC’s Position: We have determined
to accept Sivanandha’s verified
information because the discrepancies
discovered were minor in nature.
Overall, Sivanandha’s responses were
accurate and presented a true picture of
its manufacturing and selling processes.

Comment 10: Petitioner argues that
certain home market sales reported by
Sivanandha as subject merchandise (i.e.,
seamless carbon steel butt-weld pipe
fittings), were sales of welded pipe
fittings, which are outside of the scope
of this investigation. Petitioner contends
that sales of welded pipe fittings that
were actually filled with pipe fittings
made of seamless pipe cannot be
considered as occurring in the ordinary
course of trade.

Sivanandha argues that these sales
were within the ordinary course of trade
and that it correctly reported all sales of
the subject merchandise.

DOC’s Position: We verified that all of
Sivanandha’s home market sales were
produced using seamless carbon steel.
Therefore, we agree with Sivanandha
that these sales are properly included in
the home market database. Although
customers requested welded pipe, the
orders were filled with seamless pipe.
Since we are investigating sales of
seamless pipe to the United States, the
home market sales in question should
be included for comparison purposes.
While we are authorized to exclude
sales not in the ordinary course of trade
(e.g., trial sales or sales of samples),
there is no basis for treating
Sivanandha’s seamless pipe sales as
outside the ordinary course of trade.

Comment 11: Petitioner claims that
the product weights were not verified
because Sivanandha used standard
weights instead of actual weights.
Petitioner argues that the standard


